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Central Bank  
Interest Rate 
 R 
expectations 
Market Interest 
Rates Rm 
Broad Money 
 M 
Lending 
Consumption 
Asset Prices 
(real estates) 
Exchange rate  
e 
Capital Inflows 
 
Inflation 
Expectations 
Exogenous / Global Shocks 
Investment 
Aggregate Demand 
C+I+G+(X-M) 
Net Exports 
Import  prices 
Output 
 Y 
Inflation P 
Domestic Inflation  
Stage I 
Stage II 
Stage III 
e.g.: Global Oil Price, Fiscal policy, changes in the supply 
side, Foreign monetary policy, political factors…etc 
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Table 1: Lag order Selection Criterions for the unrestricted VAR 
 
* Bold values Indicates the lag length selection decision for the specified criterion 
* Degrees of Freedom = 100. 
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Lag LL LR p-value FPE AIC HQIC SBC 
0 439.719 - 0.000 7.40E-16 -6.45721 -6.27795 -6.01605 
1 2041.52 3203.6 0.000 6.9e-26* -29.5618* -28.4863* -26.9149* 
2 2132.11 181.17 0.000 8.20E-26 -29.417 -27.4452 -24.5643 
3 2225.85 187.48 0.000 9.70E-26 -29.3207 -26.4526 -22.2622 
4 2321.94 192.2 0.000 1.20E-25 -29.2607 -25.4963 -19.9963 
5 2408.2 172.52 0.000 1.80E-25 -29.0493 -24.3886 -17.5792 
6 2511.36 206.3* 0.000 2.50E-25 -29.0978 -23.5408 -15.4219 
LL:  the Log Likelihood statistic.       LR: Likelihood Ratio statistics. 
FPE: Final Prediction Error.               HQI: Hannan and Quinn Information Criterion. 
AIC: Akaike Information Criterion.   SBC: Schwarz Bayesian Criterion.    
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